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THE READJUSTMENT OF SAN DOMINGO'S 
FINANCES.' 

THEi convention between the United States and the 
Dominican Republic, ratified by the United States Sen- 
ate on February 25, 1907, and now awaiting the ap- 
proval of the Dominican Congress to become operative, 
marks a phase in the history of that much-disturbed 
island republic. Nominally proviling for "the assist- 
ance of the iUnited States in the collection and appli- 
cation of the custom-s revenues of the Dominican Re- 

public," the real significance of the instrument for San 

Domingo is financial readjustment, economic r3genera- 
tion, and political stability, made possible thru the 

good offices of the United States. 

I. 

The modern experience of the Dominican Republic 
may be conveniently (late(l flrom the energetic move- 
iient to effect its annexation to the United States in 
1869-70. The thirty-five years since elapsed can only 
be described as a miserable succession of revolution and 

anarchy, intelrrupted by ruthless and blood-stained dicta- 

torships. From 1871 to 1882 Cabral, Baez, Gonzales, 
and Luperon alternated in control, their struggles being 
marked by uprising, ravage, and bloodshed, and termi- 

nating invariably in social demoralization and economic 
ruin. In 1882 Ulises Heureaux came to the fore, and 
the next seventeen years tell the story of his uncon- 
trolled dominance. The country was at peace; but 

1 The editors deem it proper to say that in the negotiations and final adjust- 
ments described in this paper Professor Hollander took a leading part. 
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it was the hush of a merciless terrorism, not the quiet 
of civil government. The seeming well-being which 

prevailed was attained by bartering the resources of the 

country in pro(ligal concessions and by discounting 
the future in reckless debt accumulations. With Heu- 
reaux's assassination in 1899 came the (leluge, and the 
next six years constitute a climax, even in the history 
of Latin-American politics. Figuereo, Aasquez, Jimenez, 
Vasquez again, Woss y Gill, and Morales successively 
occupied the presidential chair, each attaining it by 
much the same means and holding it by as uncertain 
tenure. The country was laid waste, the people crushed 
to hopelessness, the treasury left in utter bankruptcy, 
and a liost of creditors, foreign an(l domestic, after tight- 
ening their hold upon the future, became more anld nore 
insistent in the present. 

In January-February, 1905, in face of imminent like- 
lihood of foreign intervention, the protocol of an agree- 
ment, providing that the United States should adjust 
the Domninican customs for the benefit thereof, was ar- 

rangedl between the two countries. Much opposition 
developed in the United States Senate to the ratifica- 
tion of the instrumlent, and, altho reported favorably 
with amendments by the Committee on Foreign Rela- 
tions, adjournment Nwas eventually had on March 11, 
1905, without final action thereon. To preserve the 
statls quo, more than ever critically threatened, an interi?b 

arrangement was effected, providing for the collection 
of the Dominican customs revenues by a person desig- 
nated by the President of the United States, and for 
the segregation, for the ultimate benefit of creditors, 
of 55 per cent. of the proceeds in an American (leposi- 
tary similarly designated. This temporary arrangement 
went into effect on April 1, 1905, and has since continued 
in operation. 



SAN DOMINGO'S FINANCES 

On March 24, 1905, the present writer was instructed 
by President Roosevelt to proceed to San Domingo, 
to investigate the financial condition of the Republic. 
Careful examination was made of these matters in the 
succeeding months; and on October 1, 1906, a detailed 
report was submitted upon the origin, the amount, and 
the validity of the public indebtedness. 

II. 

The history of the modern indebtedness of San 
Domingo is almost entirely comprised within the past 
thirty-five years. The origin of a few claims may be 
traced even further back; but, in the main, 1869 is the 
starting-point of the recent financial as of the political 
history of San Domingo. With respect to the growth 
and the status of the debt this term of thirty-five years 
falls naturally into three periods: (1) 1869-87, the 
genesis of the (lebt; (2) 1888-97, the decade of bond 
issues; (3) 1898-1905, the period of floating debt accum- 
ulation. Each of these periods will be briefly reviewed. 

(1) The archives of the Dominican treasury give 
little information as to the Republic's indebtedness in 
1869. Two years later, however, the Commission sent 
to San Domingo by President Grant reported that the 
aggregate indebtedness for which the Dominican Re- 
public was then in any degree liable, including much of 
doubtful character, was $1,565,831.59. This very year, 
1869, however, witnessed the genesis of the n-odern 
Dominincan debt in a bond issue ("Hartinont Loan"), 
which in fiscal recklessness and loose prodigality was 
a worthy precursor of the later loans of the Republic. 
Bonds to the amount of £757,700 were actually emitted 
and sold to the public at rates ranging from 50 to 70 
per cent.; but by reason of neglect, fraud, or deliberate 
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(tefalcation, only £38,095 was received and accounted 
for by the Dominican governmlent. On its part the 

Republic made no direct contribution to the service of 
the debt; an(l in July, 1870, the loan contract was for- 

mlally repudiated by tle I)ominican Senate. Interest 
on outstanding bonds was paid until 1872 by the issuing 
fiIrm out of the proceeds of the bond sales, but in August, 
1872, the loan went into default. 

From 1872 to 1888 the story of the Dominican debt 
is the steady accumulation of floating indebtedness. 
Salaries were left unpaid, claims for injuries suffered 

during revolutionary disturbances were freely admitted, 
treasury bills were issued for the purchase of war sup- 
plies, and funds for current expenditure were bor- 
rowed upon any terms that the greed or the prudence 
of the lenders dictated. The Hartmont fiasco discour- 
aged any further bond issues; and recourse was had to 
the merchant lenders of the island, individually or or- 

ganized as "credit companies," charging interest not 

infrequently at the rate of 10 per cent. a month, com- 

1tounded monthly. 
(2) During the decade ending in 1898 the Dominican 

Iepublic emnitted no less than seven bond issues of an 

aggregate nominal value (£1 equalling $5) of $43,958,500. 
A considerable part of this, however, represented refund- 

ing operations; and the actual increase is described 
more accurately by the statement that, whereas the total 
bonded debt of the Republic in 1888 was $3,850,000, 
or, at the scaled valuation of that year, $770,000, in 
1898 the funded debt of the Republic had risen to 

$19,426,750. 
The circumstances of these several loans were much 

the same. Just as President Baez had done in 1869, 
so President Heureaux, in 1888, embarrassed by a 

depleted treasury and harassed by the demands of for- 
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eign and dlomestic creditor claimants, again turned to for- 
eign money markets. A contract was entered into with 

Westendorp & Co., of Amsterdam, whereby the Domin- 
ican Republic created £770,000 of 6 per cent. thirty- 
year gold bonds, secured by the establishment of a caja 
de recaudacio'n, or regie, for the collection of import and 

export duties, to be administered and controlled by 
Westendorp & Co. during the life and for the benefit 
of the loan. 

In 1890 a further loan was negotiated with Westen- 

dorp & Co., nominally to provi(le funds for the construc- 
tion of a railroad fronm Puerto Plata to Santiago, but 

also, and probably more important, to put President 
Heureaux in possession of a supply of ready funds, and 
to rid him of the inconvenient pressure of a new accumu- 
lation of floating indebtedness. 

Despite the apparently favorable terms under which 
the loan contracts had been secured, Westendorp & 
Co. appear to have fared badly in the role of fiscal agents 
for the Dominican Republic. In 1891-92 the atten- 
tion of Messrs. Smith M. Weed and Charles W. Wells, 
both of New York, was drawn to the situation, with 
the result that a visit was paid to San Domingo and 
conferences held with Domlinican officials. Upon return- 

ing to the United States, the "San Domingo Improve- 
ment Company of New York" was organized under the 
laws of the State of New Jersey; and in May, 1892, all 
the rights and obligations of Westendorp & Co. were 

acquired by the new company. This transfer was rati- 
fied by the Dominican Congress on March 24, 1893, sub- 

ject, among other things, to the condition that the Im- 

provement Company should refund the 1888 and 1890 

loans, together with arrears of interest, upon a 4 per 
cent. basis. The refunding operations took place in 
1893, and were the occasion of the fourth bond issue, 
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with the result that the aggregate bonded indebtedness 
came to be represented by the principal of the 1893 loan; 
namely, £2,035,000. 

The fifth, sixth, and seventh issues, aggregating 
$4,250,000, were emitted in 1893-95, for the purpose of 
discharging floating debts and of quieting indemnity 
claims. The security given for the service thereof was 
again affirmed to be the customs receipts of the Republic, 
supplerlented by certain additional imposts, all to be 
collected and administered by the Improvement Com- 
pany as regie. 

The part of the customs revenues left available by 
this arrangement for the service of the 1893 refunding 
gold bonds, or "Belgium bonds," as they were popu- 
larly designated, appears never to have been adequate 
for the purpose. The early interest payments were 
met by moneys advanced by the Improvement Com- 
pany; but towards the end of 1896 the extravagant 
exactions of the Dominican government and the declin- 
ing credit of Dolmlinican securities are said to have reduced 
the resources of the Improvement Company to such 
straits tlhat further advances were impossible. Accord- 
ingly, on January 1, 1897, the 1893 loan, aggregating 
£2,035,000, was permitted to lapse into default. 

These were the circunistances whlich in 1897 led to 
the eighth and final bond issue of the Dominican Repub- 
lic. The refunding p)lan provided that the Republic 
should issue two new classes of securities, namely: (a), 
"Dominican unified debt 4 per cent. bonds" to an amount 
not exceeding £1,500,000; and (b) "Obligations Or de 
Saint Domingue," bearing 23 per cent. interest, to an 
amount not exceeding £2,736,750. Eventually, the 

operation was completed. But it involved cut-throat 

terns, prodigal waste, and unchecked procedure. In- 
stead of the economical and orderly readjustment that 
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was to put the financial household of Santo Domingo 
in order and re-establish her public credit, there resulted 
a swollen debit, loose in construction, suspicious in detail, 
and foredoomed to break down. 

(3) The period from 1898 to 1905 forms the inevita- 
ble sequel to the wild financiering and despotic rule of 
the ten years that had gone before. In the last few years 
of his life President Heureaux's financial policy appears 
to have been a mixture of a degenerate's cunning and 
a bainkrupt's recklessness. Having wasted, stolen, and 

squandered all legitimate funds, he exhausted the Repub- 
lic's credit by a vicious debasement of the currency and 
a gross overissue of fiat paper, and secured further 
advances as forced loans or as gambler's ventures. The 
terms upon which such loans were obtained were of as 
little consequence as a higlhwayman's pleasantries or a 

prodigal's engagements. Harried by political conspira- 
cies whiclh nmust be bought off or crushed, dunned by 
insistent creditors to whom he must look for further 

advances, Heureaux's one concern was to obtain money, 
without any regard as to how or in what manner it was 
obtained(. The slight extent to wllich the future troubled 
himn is expressed in hlis favorite epigram, that he cared 
not what history might record of him and of his con- 
(lect, since lbe would not be here to read it. 

Heureaux was assassinated on July 26, 1899, and 
five years of civil anarchy succeeded. In financial mat- 
ters it meant that the worst features of Heureaux's ad- 
ministration were intensified. Each successive dicta- 
tor inclined to become a more necessitous and a more 
reckless borrower, and each new advance was obtained 

upon harsher terms. The nominal rate of interest upon 
public loans was rarely less than 2 per cent. per month, 
and, with respect to funds or values actually received, 
several times that rate. In consideration of further 
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a(lvances, existing credit accounts were liquidated at 
excessive amounts, and ordinarily secured by contract- 
ual agreements or international protocols. Treasury 
cdue-bills and general certificates of indebtedness were 
emlitted in large volume, and specific sources of revenues 
were alienated or assigned for the service of particular 
loans. In December, 1900, certificates were issued for 
the "privileged revolutionary debt." In September, 
1901, a formal contract with representatives of the French- 
Belgian bondholders was made for the service of the 
bonded debt. In June, 1903, the claim of the San Do- 
nlingo Improvement Company was adjusted. In Octo- 
ber, 1903, the German-Spanish claims, and in May, 1904, 
tlhe Italian claims were liquidated by international pro- 
tocols. Practically, without exception, these definite 
financial engagements, as well as a host of minor ones, 
were violated, neglected, or repudiated by the Dominican 
Republic. 

The thirty-five years of financial dishonor tlus briefly 
traced came to an end in 1904 with the activity of the 
Italian and French governments in urging the payment 
of the claims of their respective citizens, culminating 
in the series of events immediately connected with the 
present situation. They found Santo Domingo a con- 
fessed bankrupt, whose public faith was discredited 
no less at home than in every financial market of the 
world, whose current debits were hawked about as little 
better than waste paper, whose people were crushed 
under a galling burden of taxation, whose natural re- 
sources were mortgaged in extravagant or semi-fraudu- 
lent concessions, whose legitimate creditors were left 
without compensation or redress, and whose political 
existence was threatened by contractual obligations and 
international agreements in the interest of foreign 
creditors. 
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III. 

Turning now from the origin and growth of the Domin- 
ican debt to its amount and character, it appears that 
the public indebtedness of the Republic, including therein 
the nominal amount of all funded, liquidated, and float- 
ing debts and all recognized claims, together with interest 
in arrears where calculated and demanded, aggregated 
on January 1, 1905, the sum of $32,560,459. This aggre- 
gate indebtedness may be divided into four classes of 
debt, as follows: (1) bonded debt, $17,670,312; (2) 
liquidated debt, $9,595,530; (3) floating debt, $1,553,507; 
(4) recognized claims, $3,741,110. 

On June 1, 1905, there were outstanding bonds of 
the Dominican Republic to the amount of £2,723,406 
bearing 21 per cent. interest, and to the amount of 
£327,120 bearing 4 per cent. interest, or an aggregate 
of £3,050,526, equivalent (at the conventional rate of 
exchange of £1 = $5) to $15,252,630. This does not 
include any possible fraudulent, excessive, or unauth- 
orized issues, nor bonds to the amount of £830,654, 
the delivery of which, by the San Domingo Improve- 
ment Company to the Dominican Republic, is included 
in the terms of the arbitral award of July 14, 1904, and 
which figure as a part of that award, under the head of 
"liquidated debt." The amount of interest in arrears 
upon this bonded debt of $15,252,630 is stated by the 
representatives thereof to be $2,417,682.75, making the 
total of principal and accumulated interest $17,670,312.75. 

The liquidated debt consists of certain admitted but 
unfunded items of indebtedness, secured as to amount 
and manner of payment by international protocols with 
the creditor governments or by formal contracts with 
the creditors in person. There are 43 such debts, rang- 
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ing in nominal amount from $4,403,532.71 to $2,086.21 
and aggregating in nominal value the sum of $9,595,530.40. 
The floating debt is made up of an admitted indebted- 
ness, neither funded nor secured, but evidenced by public 
obligations of one kind or another. There are six general 
groups of such indebtedness, composed of many hundred 
items, and aggregating in nominal value the sum of 
$1,553,507.79. The recognized claims include a body 
of direct charges for reimbursement or for indemnifica- 
tion, presented in specific amount, and recognized by 
the Dominican government as in some degree valid. 

Whether funded, liquidated, or floating, the public 
debt of Santo Domingo is, essentially, the result of three 
elements: the periodic accumulation of current obliga- 
tions in consequence of revolutionary disturbances and 
civil disorders; the extravagant terms upon which such 
temporary loans have originally been obtained and 
have been subsequently funded; the chronic default 
in the service of the debt, and the consequent rapid in- 
crease of principal. It is possible to point out certain 
other occasions which have given rise to the contraction 
of indebtedness, such as the construction of the Puerto 
Plata-Santiago Railroad, the erection of a few wharves 
and public buildings, the purchase of two unimportant 
gunboats, and the settlement of indemnity claims; but, 
all things considered, the number of these is few, and 
their aggregate importance is relatively slight. 

It is an obvious commonplace to speak of political 
instability as the keynote of the financial collapse of San 
Domingo. But this is, after all, the alpha and omega 
of the situation. In the brief intervals during which 
the country was not threatened by or actually in the 
throes of revolution, a disproportionate part of the pub- 
lic revenues were applied to the purchase of war supplies 
and to the maintenance of a rag-tag soldiery, leaving 
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other parts of the budget to accumulate in default. At 
other times the amounts so expended virtually absorbed 
all available funds. Thus in the fiscal years 1903 and 
1904 "military and naval" expenditures formed 71.7 
and 72.6 per cent., respectively, of the Republic's ordi- 
nary disbursements. 

Upon the outbreak of a serious insurrection the com- 
mon procedure for the dictator-president in power- 
assuming, as we safely may, a depleted treasury-was 
to seek from his most favorably disposed merchant lenders 
immediate funds to maintain his soldiery, to enlist re-en- 
forcements, and to secure necessary supplies. For such 
funds he gave either vales (transferable custom-house re- 
ceipts valid in payment of export or import dues) or 
reconocimientos (evidences of indebtedness or treasury due- 
bills). Such securities bore interest at a specified rate 
per month, or included in their face value the capitalized 
amount of such interest, or, most frequently of all, did 
both. 

A Dominican insurrection or "revolution" was rarely 
fought to a finish. A certain point in the struggle once 
attained, both parties turned instinctively to a settle- 
ment. This ordinarily took the form of extending guar- 
anties of personal safety to the insurrectionists, of ap- 
pointing their surviving leaders to public office, of reward- 
ing their military service by outright payments or annual 
pensions (asignaciones), and of recognizing the valid- 
ity of indemnity claims for injuries, fancied and real, 
suffered at the hands of insurrectionists or of govern- 
ment forces. If the insurrection had any vitality, the 
government, weakened, tho triumphant, showed no dis- 
position to haggle as to the amount or terms of such 
obligations. They related to a remote and imperfectly 
realized future, and the troubles immediately at hand 
were urgent and absorbing. 
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Indeed, the very cost of the insurrection, as well as 
the expense of suppressing or pacifying it, was commonly 
crystallized sooner or later into a government debt. 
The sinews of a Dominican revolution would naturally 
be supplied by the merchant bankers of Santo Domingo,- 
sometimes animated by a laudable desire to rid the coun- 
try of an intolerable tyranny, more often venturing the 
advance as a cool-blooded and deliberate speculation. 
If the insurrection proved successful, such advances were 
always recognized, and a handsome return accrued to 
the underwriters. Moreover, the newly constituted 
government was too weak, politically and financially, 
to repudiate the obligations issued by the administra- 
tion just overthrown, especially if they had found their 
way, as they ordinarily would have' done, into the hands 
of the very merchants from whom further advances 
must immediately be sought. If the insurrection proved 
unsuccessful, the promissory papers issued by the 
defeated insurrectionists were carefully preserved by 
thrifty lenders until a new political crisis brought the 
unsuccessful aspirants again to the fore, when all past 
accounts were liquidated at extravagant rates. 

Public borrowing by a country with the unsavory 
past and the uncertain political future of San Domingo 
must, under all circumstances, have been expensive. 
But the terms actually exacted and readily granted 
exceed all bounds either of economic risk or of prudent 
financiering, and are as high a tribute to the rapacity 
of the lenders as to the recklessness of the borrower. 
This is as true of the funded as of the unfunded debt. 
Excessive interest rates, chronic default in interest pay- 
ments, and entire neglect of amortization must neces- 
sarily result in the rapid growth of the principal of the 
debt. The accumulation and compounding of interest 
in default have figured in the nominal growth of the 
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San Domingo debt in no less degree. Unpaid creditors 
have taken some measure of comfort in the frequent 
liquidation of arrears of interest, and the full recognition 
of the validity of all such accumulations has been the 
ordinary condition of further advances. 

IV. 

A situation of the utmost gravity thus presented itself 
in San Domingo upon the adjournment of the United& 
States Senate on March 18, 1905, without final action 
upon the pending agreement. Unless there had been. 
some affirmative intervention at this juncture in the 
form of an interim arrangement, San Domingo must, 
have experienced: first, the certainty of civil anarchy- 
and social retrogression; second, the probability of 
continued default in its obligations; and, third, the 
possibility of serious complications with foreign powers. 

The identical elements which had made misrule and, 
disorder chronic conditions in San Domingo during the 
preceding thirty-five years were still in existence, and 
might have been expected to assert themselves with 
peculiar violence the moment it appeared that the old 
political status of the Republic was to remain unchanged. 
Whether this would have taken the form of a blood- 
stained absolutism, like that of Ulises Heureaux, from 
1882 to 1899, or a period of practically uninterrupted 
revolutionary disturbances, as from 1899 to 1904, must 
be guesswork. But there can be no reasonable doubt 
that uprising and bloodshed would have promptly re- 
placed the order and decency which have prevailed under 
the interim arrangement. 

With respect to its existing financial obligations San 
Domingo was a complete and confessed bankrupt. It 
was reasonably certain, however, that a careful determi- 
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nation and adjustment of the actually valid debt, and 
an honest and capable administration of existing sources 
of public revenue, would permit the Republic at once to 
meet all legitimate charges, and ultimately to regain 
a position of sound and healthy solvency. On the other 
hand, if the chaotic conditions so long prevailing were 
to continue, or, even worse, if they were to be aggra- 
vated by a sharp succession of revolutionary uprisings, 
there was not the remotest likelihood of any change in 
San Domingo's long record of financial default and 
repudiation. It was very possible that, as theretofore, 
certain obligations might be met or particular payments 
made. But the selection would have no reference to 
the justice or priority of claims, being either a semi- 
fraudulent preferment or a cession to a foreign govern- 
ment's peremptory demand. 

The direct occasion of American intervention in 
Dominican affairs had been the imminence of serious 
complications between the United States and foreign 
powers, growing out of the active measures taken by 
such governments to enforce the rights of their creditor- 
citizens as secured by formal contracts or by interna- 
tional protocols with the Dominican Republic. It had 
been no Quixotic impulse to pose as a "debt collector" 
for American or for foreign creditors, nor any mere pro- 
vision for a remote contingency, that had made the 
United States concern itself with San Domingo, but the 
much more important circumstance that our traditional 
political policy had not permitted us to view with uncon- 
cern the debt-collecting activities of foreign govern- 
ments when, as in this particular case, such activities 
were tantamount to occupation of Dominican territory 
for an indefinite period. 

If the United States had been willing to contemplate 
the full operation of these instruments, much of the 
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reason for intervention as an international necessity 
disappeared. On the other hand, if the occupation 
and administration of the important custom-houses 
of San Domingo by foreign powers for the prolonged 
period necessary to discharge heavy debts, and the appre- 
ciable voice in the internal affairs of the country that 
such occupation and administration were certain to carry 
with them,-if these were deemed inconsistent with 
the traditional policy of the United States in the West 
Indies, then it appeared that some positive change in 
the state of affairs theretofore existing was imperative. 

The expressed preference of such foreign governments 
had been to take independent action in compelling San 
Domingo to respect her contracts and treaty stipula- 
tions. In deference to the United States, this attitude 
had been waived, and the United States besought to 
take the initiative in the matter. There was every reason 
to suppose that, failing intervention on the part of the 
United States, independent and immediate action would 
have been seriously considered by such foreign govern- 
ments. 

V. 

The working of the interim arrangement was mean- 
while attended with complete success. From April 
1, 1905, the Dominican Republic enjoyed a civil calm 
and an economic well-being such as it had not known 
for two generations. Insurrections ceased and upris- 
ings became obsolete, simply because customs receipts 
were no longer available as loot. The small peasant 
proprietor, or squatter farmer, was allowed to gather 
his crop, and to retain what he had realized from the 
sale of the surplus. Public officials received their sal- 
aries regularly, and current amounts were discharged 
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promptly. Interior trade revived, and New York 
steamers brought increasing shipments into the coun- 
try. Smuggling was eliminated as a demoralizing ele- 
ment in the commerce of the country. Local merchants 
were protected against the fraudulent preferment of 
their rivals at the customs houses, and importers were 
encouraged to contract larger credit accounts. A new 
spirit spread abroad, halting only at the uncertainty 
of the future, to take shape in splendid prosperity. 

This change was reflected in an astonishing growth of 
the customs receipts of the Republic for 1906 as com- 
pared with those of preceding years. The gross receipts 
of the Dominican customs houses for 1906 were 
$3,191,916.59 as against $2,223,324.51 in 1905 and 
$1,852,209.54 in 1904, indicating for 1906 an increase 
of 44 per cent. over 1905 and 72 per cent. over 1904, 
while the receipts of 1903 were but $1,037,119.53, or 
less than one-third of those of the year just closed. The 
percentage rate of expense for collection was so much 
less than under the old conditions as to prevent any 
useful comparison, and was actually lower than that 
of the average cost of collection in the United States, 
or any of its island possessions. 

The partition of these receipts in the manner set forth 
in the interim arrangement enabled the Dominican Re- 
public, as never before, to meet every budgetary pay- 
ment, to accumulate a surplus for current expenditures, 
and to segregate a large fund for the ultimate payment 
of the debt. On January 1, 1907, the creditors' "trust 
fund," so set apart in the designated depositary, the 
National City Bank of New York City, aggregated 
$2,317,607.40. 

With the lapse of time and the satisfactory working 
of the interim arrangement, there seemed reason for 
believing that much of the opposition to the original 
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agreement on the part of the United States Senate was 
due to the large responsibilities therein imposed upon 
the United States. It was thought that this opposi- 
tion would disappear if, instead of the United States 
both adjusting the debt and collecting the customs for 
the payment thereof, the Dominican Republic should 
itself arrive at a voluntary agreement with all recognized 
debtors and claimants, and the United States merely 
undertake to administer the customs for the service of 
the debt as adjusted. 

Assured of the good offices of the United States in 
such an endeavor, the president of the Dominican Re- 
public appointed Sefior Federico Velazquez, Minister 
of Finance and Commerce, as special commissioner for 
the adjustment of the financial difficulties of the Repub- 
lic. Sefor Velazquez came to the United States in the 
latter part of June, 1906, and remained here, busily 
engaged, for the two months succeeding. The results 
of his labors were three conditional engagements, in 
harmony with the plan proposed:- 

(1) An agreement with Kuhn, Loeb & Co. of New 
York City for the issues and sale, at 96, of bonds of the 
Dominican Republic to the amount of $20,000,000, 
bearing 5 per cent. interest, payable in fifty years, and 
redeemable after ten years at 102½, and requiring pay- 
ment of at least 1 per cent. per annum for amortization. 
The proceeds of the bonds, together with the funds segre- 
gated for the benefit of creditors under the interim 
arrangement, were to be applied: first, to the payment of 
the debts and claims as adjusted; second, to the extinc- 
tion of certain burdensome concessions and monopolies; 
and, third, to the construction, under proper restrictions, 
of railroads, bridges, and other public improvements. 
All of the above was conditioned upon the completion 
of a treaty with the United States, by the terms of which 
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the United States should undertake the collection of 
the customs revenues of the Dominican Republic, and 
the application thereof, so far as necessary, to the ser- 
vice of the new bonds, the remainder being paid over 
to the Republic. 

(2) An agreement with the Morton Trust Company 
of New York City to act (a) as depositary to receive 
the purchase price of the new bonds when paid, and to 
encourage and promote the adjustment of the outstand- 
ing indebtedness and claims in accordance with the terms 
offered by the Republic; and (b), as fiscal agent of the 
loan, to receive from out the customs revenues collected 
by the United States the sum of $100,000 monthly, to 
be applied to the payment of interest upon and to the 
provision of a sinking fund for the new bonds. 

(3) An offer of settlement to the holders of recognized 
debts and claims, enumerated therein, to adjust these 
in cash at rates ranging, respectively, from 90 to 10 per 
cent. of the nominal values. Assenting holders were 
required, in order to obtain the benefit of this offer, to 
signify their acceptance in writing, and to deliver their 
obligations, duly assigned, to the depositary. The nom- 
inal aggregate of the recognized debts and claims included 
in the offer of settlement, exclusive of accrued interest, 
was $31,833,510, for which the Republic proposed to 
pay in adjustment $15,526,240, together with certain 
interest allowances correspondingly reduced. 

On January 5, 1907, the holders of debts and claims 
had assented to the terms of the offer of settlement in 
sufficient amount to assure the success of the readjust- 
ment, as in so far independent. A new convention be- 
tween the United States and the Dominican Republic 
was accordingly prepared; and on February 8, 1907, 
this received the signature of the respective plenipoten- 
tiaries at Santo Domingo City. On February 12 a tele- 



SAN DOMINGO'S FINANCES 

graph copy of the convention was transmitted by Presi- 
dent Roosevelt to the United States Senate, for the 
advice and consent of that body to its ratification; and 
on February 19 this copy was replaced by the signed 
original. Six days later, on February 25, the Senate 
ratified the treaty with but one verbal and unimportant 
change. The convention now only awaits the approval 
of the Dominican Congress to become effective. 

VI. 

The new convention recites in preamble form that 
disturbed political conditions in the Dominican Repub- 
lic have created debts and claims, many of doubtful 
validity, amounting in all to over $30,000,000; that the 
same conditions have allowed this debt to go into default, 
and that the pressure thereof is a burden to the Republic 
and a barrier to its improvement and prosperity; that 
the foreign creditors have agreed to accept about 
$12,407,000 for debts and claims amounting to about 
$21,104,000 of nominal value, and the holders of internal 
debts and claims of about $2,028,258 nominal value 
have agreed to accept about $645,827 therefor, and the 
remaining holders of internal debts or claims on the 
same basis as the assents already given will receive about 
$2,400,000 therefor, which sum the Dominican govern- 
ment has fixed and determined as the amount which 
it will pay to such remaining internal debt-holders, 
making the total payments under such adjustment and 
settlement, including interest as adjusted and claims 
not yet liquidated, amount to not more than about 
$17,000,000. 

The convention continues that a part of such plan of 
settlement is the issue and sale of bonds of the Dominican 
Republic to the amount of $20,000,000, bearing 5 per 
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cent. interest, payable in fifty years, and payable after 
ten years at 1021, and requiring payment of at least 1 

per cent. per annum for amortization. The proceeds 
of such sale, together with sums heretofore set aside, 
are to be applied to the payment of the adjusted indebted- 
ness and to the extinction of burdensome concessions, 
and thereafter to the construction of works of internal 

improvement; moreover, that "the whole of said plan 
is conditioned and dependent upon the assistance of the 
United States in the collection of customs revenues of 
the Dominican Republic and the application thereof 
so far as necessary to the interest upon and the amor- 
tization and redemption of said bonds, and the Domin- 
ican Republic has requested the United States to give, 
and the United States is willing to give, such assistance." 

The two governments therefor agree that the Presi- 
dent of the United States shall appoint a General Receiver 
of Dominican Customs, who with the necessary assist- 

ants, likewise appointed, shall collect all the customs 
duties of the Republic until the payment of redemption 
of the bonds so issued. From the sum so collected 
the General Receiver, after discharging the expenses 
of the receivership, shall pay over to the fiscal agent 
of the loan on the first day of each calendar month the 
sum of $100,000, to be applied to the payment of the 
interest and the amortization of all the bonds issued. 
The remainder of the sums collected by the General 
Receiver are to be paid monthly to the Dominican gov- 
ernment. 

The Dominican government may apply any further 
sums to the amortization of the bonds, over and above 
the 1 per cent. sinking fund provision stipulated; but, 
in any event, should the customs revenues collected 

by the General Receiver in any year exceed the sum of 

$3,000,000, one-half of the surplus above such sum of 
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$3,000,000 must be applied to the sinking fund for the 
further redemption of bonds. 

The Dominican government agrees to provide by law 
for the payment of all customs dues to the General Re- 
ceiver and his assistants, and to give them all useful aid 
and assistance and full protection to the extent of its 
powers. The government of the United States in turn 
undertakes to give to the General Receiver and his assist- 
ants such protection as it may find to be requisite for 
the performance of their duties. 

Provision is also made that, until the Dominican 
Republic has paid the whole amount of the bonds so 
created, there shall be no increase of its public debt, 
except by previous agreement between the Dominican 
government and the United States, and that the like 
agreement shall be necessary for any modification of 
the Dominican import duties, provided that an indis- 
pensable condition for the modification of such duties 
shall be "that the Dominican Executive demonstrate 
and that the President of the United States recognize 
that, on the basis of exportations and importations to 
the like amount and the like character during the two 
years preceding that in which it is desired to make such 
modifications, the total net customs receipts would at 
such altered rates of duties have been for each of such 
years in excess of the sum of $2,000,000 United States 
gold." The accounts of the General Receiver must be 
rendered monthly to the Contaduria General of the 
Dominican Republic and to the State Department of 
the United States for examination and approval by the 
appropriate officials of the two governments. 

The distinctive feature of the new convention, as 
compared with the original agreement, is this: that the 
United States does not undertake to adjust or deter- 
mine the Dominican debt, but merely to administer the 
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customs of the Republic for the service of a new loan, 
the proceeds of which are to be devoted to the discharge 
of all recognized debts and claims, reduced to a basis 

acceptable both to the Republic and the creditors. Even 
this responsibility is limited to a period of fifty years, 
and may, with the prior amortization of the loan, be 
terminated at an earlier date. During this period the 
Dominican Republic is not to increase its public debt 
nor to modify its import duties, save in agreement with 
the United States. 

This extension of the good offices of the United States 
to the Dominican Republic means that debts and claims 

aggregating some $32,000,000 will be discharged for 
about $17,000,000; that the Republic's credit is at once 
established on a very high plane; that onerous conces- 
sions and monopolies are to be redeemed and important 
works of internal improvement undertaken; that civil 

quiet and adequate revenues for the maintenance of 

government are assured; and that imminent danger 
of foreign intervention is removed,-and all this with- 
out loss of territorial integrity nor menace of independent 
sovereignty. 

JACOB H. HOLLANDER. 
JOHNS HOPKINS UNIVERSITY. 
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